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Highlights

® There was a significant drop in the number of people living below the official government poverty
level between 1994 and 1995. In 1995 there were 36.4 million poor, a figure 1.6 million lower than
the 38.1 million poor in 1994. See table A.

® |n 1995, 13.8 percent of the population was poor, a rate that was significantly lower than the 14.5
percent poverty rate in 1994. See table A.

® Even though the poverty rate for Whites (11.7 percent) was lower than that of any other racial or
ethnic group, the majority of the poor in 1995 were White (67 percent). See table A.

e The addition of means-tested noncash transfers (food stamps, housing, and Medicaid) to an
income definition that included cash income from the private and government sectors (definition
14) resulted in 27.2 million people being poor, which corresponds to a poverty rate of 10.3
percent. See table E.
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Poverty in the United States: 1995

INTRODUCTION

This report presents data for calendar year 1995 on
the social and economic characteristics of the popula-
tion living below the poverty level. These data were
compiled from information collected in the March 1996
Current Population Survey (CPS) conducted by the
Bureau of the Census. The poverty definition used in
most of this report was originally adopted for official
government use by the Office of Management and
Budget in 1969. Poverty status is defined by a set of
money income thresholds that vary by family size and
composition. Families or individuals with income below
their appropriate poverty thresholds are classified as
poor.

The official poverty definition is based on pre-tax
money income only, excluding capital gains, and does
not include the value of noncash benefits such as
employer-provided health insurance, food stamps, Med-
icaid, Medicare, or public housing. In the early 1980’'s
the Census Bureau embarked on separate research
programs to examine: 1) the effect of government non-
cash benefits on poverty and 2) the effect of taxes on
measures of the distribution of income. This report
contains a section entitled “Alternative Definitions of
Poverty” which presents updated estimates of the incre-
mental effects of benefits and taxes on poverty for
1995.1

The comparability of the data for 1995 with those from
previous surveys is affected by three changes: 1) this
year the March CPS is based entirely on the 1990
census sampling frame; 2) there was a reduction in the
size of the sample in January 1996; and 3) people who
indicate the “other race” category are now allocated to a
specific race category. (See page xiii.) This report also
includes poverty statistics on the foreign-born population
for the first time.

HIGHLIGHTS
(The figures in parentheses denote 90-percent confi-

dence intervals.)

® There was a significant drop in the number of people
living below the official government poverty level

1For more information on these estimates of the incremental effects
of benefits and taxes on income, see the report entitled Money Income
in the United States: 1995 (60-193).

between 1994 and 1995. In 1995, there were 36.4
(x0.9) million poor, a figure 1.6 million lower than the
38.1 (x0.9) million poor in 1994.

® The poverty rate was 13.8 (+0.3) percent in 1995,
significantly lower than the 14.5 (+0.3) percent pov-
erty rate in 1994,

e While the poverty rate of 20.8 (+0.7) percent for
children under 18 years old in 1995 was significantly
lower than the 1994 rate of 21.8 (+0.7) percent, it
remained higher than those of other age groups.

® There was a significant decrease in both the rate and
the number of poor families between 1994 and 1995.
In 1995, there were 7.5 (x0.2) million poor families,
resulting in a poverty rate of 10.8 (+0.3) percent.

e Between 1994 and 1995, the poverty rate decreased
significantly for Whites and Blacks. There was no
significant change for people of Hispanic origin or
Asians and Pacific Islanders.

e The Midwest was the only region with a statistically
significant drop in the poverty rate—13.0 (x0.7) per-
cent in 1994 to 11.0 (x0.7) percent in 1995.

® Based on comparing the two-year moving average of
1993-1994 with that for 1994-1995, ten states had
statistically significant changes in their poverty rates.
The poverty rate dropped in nine—Arkansas, Ken-
tucky, Louisiana, Michigan, Missouri, New Hamp-
shire, New Jersey, West Virginia, and Wisconsin. New
Mexico showed an increase.

e The addition of means-tested noncash transfers (food
stamps, housing, and Medicaid) to an income defini-
tion that included cash income from the private and
government sectors (definition 14) resulted in 27.2
(x0.8) million people being poor, which corresponds
to a poverty rate of 10.3 (+0.3) percent.

POVERTY IN THE UNITED STATES

In 1995, the number of people below the official
government poverty level was 36.4 million, representing
13.8 percent of the Nation’s population—both signifi-
cantly lower than the corresponding 1994 figures of 38.1
million poor and a poverty rate of 14.5 percent. A similar
decline was reported last year, when the number of poor
fell from 39.3 million and a rate of 15.1 percent in 1993.
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Figure 1.
Poverty: 1959 to 1995
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Though the decline in the poverty rate from 14.5 percent
to 13.8 percent was significant, it is still higher than the
1989 rate of 13.1 percent?, the most recent low point
achieved during the economic expansion of November
1982 to July 1990. Figure 1 shows poverty rates and the
number of poor from 1959 to 1995.

Age

In 1995 the poverty rate for all persons under 18
years of age was 20.8 percent and the poverty rate for
people 18 to 64 years of age was 11.4 percent, both
significantly greater than the 10.5 percent rate for those
65 years and over. About half of the Nation’s poor in
1995 were either under 18 years of age or 65 and over
(49 percent). Table A indicates a statistically significant
decrease in both the number of poor and the poverty
rate for people under 18, as well as those in the age
groups between 35 to 44 and 60 years and over
between 1994 and 1995.

The elderly are underrepresented in the poverty
population. People age 65 and over are 12 percent of
the total population but make up only 9 percent of the
poor. However, a higher proportion of elderly (7 percent)
than nonelderly (4 percent) were concentrated just over

2Revised, based on 1990 census population controls for compari-
son purposes.

1980 1983 1986 1989 1992 1995

their respective poverty thresholds (between 100 per-
cent and 125 percent of their thresholds); 18 percent of
the Nation’s 12.3 million “near poor” were elderly.

The age group under 18 continues to represent a very
large segment of the poor (40 percent) even though they
are only a little more than one-fourth of the total popu-
lation. Between 1994 and 1995 the poverty rate for
those under age 18 declined significantly, from 21.8
percent to 20.8 percent.

Children under age six have been particularly vulner-
able. In 1995, the overall poverty rate for related children
under six years of age was 23.7 percent. Of related
children under age six living in families with a female
householder, no spouse present, 61.8 percent were
poor, compared with 11.1 percent of such children in
married-couple families.

Race and Hispanic Origin

In 1995, the poverty rate was 11.2 percent for all
Whites, 8.5 percent for non-Hispanic Whites, and 29.3
percent for Blacks. For persons of Hispanic origin (who
may be of any race), the poverty rate was 30.3 percent,
not significantly different from that for Blacks (see table
A). For Asians and Pacific Islanders, the poverty rate
was 14.6 percent in 1995. Even though the poverty rate
for Whites was lower than that for the other racial and
ethnic groups, the majority of poor people in 1995 were
White (67 percent) and 45 percent were non-Hispanic
White.
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Table A. Persons and Families in Poverty by Selected Characteristics: 1994 and 1995

[Numbers in thousands]

Below poverty

1995-94
Characteristic 1995 1994 difference
Number Percent Number Percent | Number of poor Poverty rate
PERSONS
Total ...t 36,425 13.8 38,059 145 *.1,635 *.0.7
Race
White ... 24,423 11.2 25,379 11.7 *.955 *.0.5
Not of Hispanic origin........... 16,267 8.5 18,110 9.4 *-1,843 *-0.9
Black ......... .. . il 9,872 29.3 10,196 30.6 -324 *1.3
Asian and Pacific Islander. ........ 1,411 14.6 974 14.6 *437 -0.0
Hispanic origin® .................. 8,574 30.3 8,416 30.7 159 -0.4
Family Status
Infamilies....................... 27,501 12.3 28,985 13.1 *.1,484 *.0.7
Householder................... 7,532 10.8 8,053 11.6 *-520 *-0.8
Related children under 18.. ... ... 13,999 20.2 14,610 21.2 *-610 *1.1
Related children under 6 ... ... 5,670 23.7 5,878 24.5 -208 -0.8
In unrelated subfamilies........... 676 46.4 786 47.7 -110 -1.3
Childrenunder 18 .............. 400 48.8 459 50.5 -60 -1.6
Unrelated individual. . ............. 8,247 20.9 8,287 215 -40 -0.6
Male.......................... 3,382 18.0 3,276 17.8 106 0.2
Female........................ 4,865 235 5,012 24.9 -147 *1.4
Age
Under18years .................. 14,665 20.8 15,289 21.8 *-624 *-1.0
18to24years ........coovvun... 4,553 18.3 4,538 18.0 15 0.3
25034 years ... 5,196 12.7 5,463 13.2 *-267 -0.5
35t044years ..., 4,064 9.4 4,467 10.6 *-403 *.1.2
45to54vyears ... 2,470 7.8 2,381 7.8 89 0.1
55to50years ........cooiiiiin. 1,163 10.3 1,129 10.4 34 -0.1
60tobB4years...........oouuunnn 996 10.2 1,129 11.4 *-133 *.1.2
65yearsandover................ 3,318 10.5 3,663 11.7 *-345 *.1.2
Nativity
Native..............cooi.L. 30,762 13.0 32,873 13.8 *.2,111 *-0.8
Foreignborn..................... 5,452 22.2 5,186 22.6 266 -0.4
Naturalized citizen.............. 833 10.5 668 9.4 165 11
Notacitizen................... 4,619 27.8 4,518 28.5 101 -0.7
Residence
In metropolitan areas ............. 28,342 134 29,610 14.2 *-1,268 *-0.8
In central cities................. 16,269 20.6 16,098 20.9 171 -0.3
Outside central cities ........... 12,072 9.1 13,511 10.3 *-1,439 *.1.2
Outside metropolitan areas........ 8,083 15.6 8,449 16.0 -366 -0.4
Region
Northeast........................ 6,445 125 6,597 12.9 -152 -0.4
Midwest............. ...l 6,785 11.0 7,965 13.0 *-1,180 *-2.0
South.....coviiiii 14,458 15.7 14,729 16.1 -271 -0.3
West. ... 8,736 14.9 8,768 15.3 -32 -0.4
FAMILIES
Total ... 7,532 10.8 8,053 11.6 *-520 *-0.8
Race
White ... 4,994 8.5 5,312 9.1 *-317 *.0.6
Not of Hispanic origin........... 3,384 6.4 3,833 7.2 *-449 *.0.8
Black ............ ... ... 2,127 26.4 2,212 27.3 -85 -0.9
Asian and Pacific Islander......... 264 12.4 208 13.1 *56 -0.7
Hispanic origin® .................. 1,695 27.0 1,724 27.8 -28 -0.8
Type of Family
Married-couple. . ................. 2,982 5.6 3,272 6.1 *.289 *.0.5
White ... 2,443 5.1 2,629 5.5 *-186 *-0.4
Black ........ ..ot 314 8.5 336 8.7 -22 -0.3
Hispanic origin® ................ 803 18.9 827 19.5 -23 -0.6
Female householder, no husband
present. ... 4,057 32.4 4,232 34.6 -175 *.2.2
White ... 2,200 26.6 2,329 29.0 -129 *.2.4
Black ...l 1,701 45.1 1,715 46.1 -14 -1.0
Hispanic origin® ................ 792 49.4 773 52.0 19 -2.6

*Statistically significant at the 90-percent confidence level.

1Persons of Hispanic origin may be of any race.
Source: U.S. Bureau of the Census, March 1996 Current Population Survey.
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Whites overall and non-Hispanic Whites in particular
showed a decrease in both their poverty rates and the
number of poor between 1994 and 1995. The poverty
rate for Blacks also dropped significantly. For people of
Hispanic origin, there was no significant change in the
number of poor or the poverty rate between 1994 and
1995. Asians and Pacific Islanders showed no signifi-
cant change in their poverty rate between 1994 and
1995.

Nativity

In 1995, the foreign-born population was dispropor-
tionately poor when compared with natives® of the
United States. With a 1995 poverty rate of 22.2 percent,
the 24.5 million foreign-born individuals represent only 9
percent of the total population but comprise 15 percent
of the poor. Of the foreign-born population, 16.6 million
people (68 percent) were not naturalized citizens; 27.8
percent of non-citizens were poor in 1995. The poverty
rate for naturalized citizens was 10.5 percent.

Families, Family Composition, and Unrelated
Individuals

The incidence of poverty declined for families between
1994 and 1995—7.5 million in 1995, down significantly
from 8.1 million poor families in 1994. The poverty rate
for families was 10.8 percent in 1995 compared with
11.6 percent in 1994.

White families followed the same pattern, showing a
decline from 9.1 percent poor in 1994 to 8.5 percent in
1995, with poverty rates for White married couples
declining from 5.5 percent in 1994 to 5.1 percent in
1995. There was no significant change for Black or
Hispanic-origin families overall.

A decline in poverty rates occurred across all family
types. Married couples had a 1995 poverty rate of 5.6
percent, down from 6.1 percent in 1994, while the
poverty rate for male-householder families declined
significantly from 17.0 percent to 14.0 percent, and
families with a female householder, no spouse present,
also showed a significant decrease in poverty, from 34.6
percent in 1994 to 32.4 percent in 1995. Female-
householder families were over-represented among the
poor—while 54 percent of all poor families had a female
householder, with no spouse present, only 18 percent of
all families in the U.S. had such a householder.4

3Natives’ are defined as people born in the U.S., Puerto Rico, or an
outlying area of the U.S., and those born in a foreign country but who
had at least one parent who was a U.S. citizen. All others are
foreign-born regardless of date of entry into the U.S. or citizenship
status.

“Neither of these figures was statistically different from their
respective 1994 estimates.

For the 39.5 million unrelated individuals (people
living alone or with nonrelatives only), the poverty rate
was 20.9 percent in 1995, not significantly different from
their 1994 rate. The number of poor unrelated individu-
als was 8.2 million in 1995. Unrelated individuals accounted
for 23 percent of the poverty population, compared with
only 15 percent of the entire U.S. population.

Work Experience

In 1995, there was no significant change in the
portion of the poor 16 years old and over who worked. Of
this group, 41 percent worked and 11 percent worked
year-round, full-time. (For all persons, the comparable
figures were 70 percent and 44 percent, respectively.)
These figures were not significantly different from the
1994 estimates of poor workers. The poverty rate for all
workers in 1995 was 6.8 percent, not statistically differ-
ent from the 1994 estimate.

Regions

Between 1994 and 1995, neither poverty rates nor
the number of poor changed significantly for the North-
east, South, or West. Among the Nation’s four regions,
the Midwest alone showed a decline in poverty, from
13.0 percent in 1994 to 11.0 percent in 1995. Looking at
poverty rates over a two-year span from 1993 to 1995,
poverty rates declined from 17.1 percent to 15.7 percent
in the South as well as showing a drop in the Midwest
(from 13.4 percent in 1993). There was no significant
change between 1993 and 1994 for the Midwest.

Unlike years previous to 1994, in which the South had
the highest regional poverty rate, the West, with a rate of
14.9 percent in 1995, continues to show no significant
difference from the South (15.7 percent).

The South continues to have a disproportionately
large share of the Nation's poverty population; 40 per-
cent of the poor lived in the South in 1995, compared
with 35 percent of all persons. The West claims 24
percent of those living in poverty.

Metropolitan/Nonmetropolitan Residence

Between 1994 and 1995, both the poverty rate and
the number of poor fell for metropolitan areas overall,
but this drop occurred for people living in suburbs, not
those in central cities. The nonmetropolitan poverty rate
in 1995 (15.6 percent) was higher than the rate in
metropolitan areas (13.4 percent). Central cities of met-
ropolitan areas had the highest poverty rate, 20.6 per-
cent. In 1995, 45 percent of the poor lived in central
cities, compared with 30 percent of all people.

State Poverty Data

Table B contains State-level poverty rates using three-
year averages covering 1993 to 1995. State poverty
rates ranged from 7.6 percent in New Hampshire to 23.9



Table B. Percent of Persons in Poverty by State: 1993, 1994, and 1995

Three-year Difference in
average Average Average 2-year moving
1995 1994 1993 1993-1995 1994-1995 1993-1994 averages
State

Stan- Stan- Stan- Stan- Stan- Stan- Stan-

Per- dard Per- dard Per- dard Per- dard Per- dard Per- dard Per- dard

cent| error cent| error cent| error cent| error cent| error cent| error cent error

Alabama.............. 20.1 1.96 16.4 1.87 17.4 1.94 18.0 1.4 18.3 1.6 16.9 1.6 1.4 1.4
Alaska................ 7.1 1.28 10.2 1.38 9.1 1.34 8.8 1.0 8.7 11 9.7 1.2 -1.0 0.9
Arizona ............... 16.1 1.77 15.9 1.79 15.4 1.81 15.8 1.3 16.0 15 15.7 15 0.4 1.3
Arkansas.............. 14.9 1.75 15.3 1.83 20.0 2.04 16.7 1.4 15.1 15 17.7 16| *26 1.3
California. . ............ 16.7 0.76 17.9 0.74 18.2 0.74 17.6 0.5 17.3 0.6 18.1 0.6 -0.8 0.5
Colorado.............. 8.8 1.43 9.0 1.48 9.9 1.59 9.2 1.1 8.9 1.2 9.5 1.3 -0.6 11
Connecticut ........... 9.7 1.67 10.8 1.85 8.5 1.65 9.7 1.3 10.3 15 9.7 15 0.6 1.2
Delaware.............. 10.3 1.72 8.3 1.56 10.2 1.68 9.6 1.2 9.3 1.4 9.3 1.4 0.1 1.2
DC.......ooiii 22.2 2.28 21.2 2.45 26.4 2.67 23.3 1.8 21.7 2.0 23.8 2.2 -2.1 1.8
Florida................ 16.2 0.98 14.9 0.87 17.8 0.94 16.3 0.7 15.6 0.8 16.4 0.8 -0.8 0.7
Georgia.........ooo... 12.1 1.46 14.0 1.68 135 1.70 13.2 1.2 131 1.3 13.8 1.4 -0.7 1.1
Hawaii................ 10.3 1.68 8.7 1.55 8.0 1.47 9.0 1.1 9.5 14 8.4 1.3 1.2 11
Idaho................. 14.5 1.73 12.0 1.51 13.1 1.57 13.2 1.2 13.3 1.4 12.6 1.3 0.7 1.2
llinois ................ 12.4 0.98 124 0.90 13.6 0.94 12.8 0.7 12.4 0.8 13.0 0.8 -0.6 0.7
Indiana ............... 9.6 1.48 13.7 1.79 12.2 1.74 11.8 1.2 11.7 1.4 13.0 1.5 -1.3 1.1
lowa.................. 12.2 1.65 10.7 1.57 10.3 1.54 1.1 1.2 11.5 14 10.5 1.3 0.9 11
Kansas ............... 10.8 1.60 14.9 1.77 13.1 1.69 12.9 1.2 12.9 1.4 14.0 1.5 -1.1 1.2
Kentucky.............. 14.7 1.76 185 1.99 20.4 2.09 17.9 1.4 16.6 1.6 195 1.7 *29 1.4
Louisiana ............. 19.7 1.90 25.7 2.32 26.4 2.37 23.9 1.6 22.7 1.8 26.1 20| *34 15
Maine................. 11.2 1.77 9.4 1.58 154 1.89 12.0 1.3 10.3 1.4 12.4 15 -2.1 1.3
Maryland.............. 10.1 1.59 10.7 1.65 9.7 1.61 10.2 1.2 10.4 1.4 10.2 1.4 0.2 11
Massachusetts. ........ 11.0 1.16 9.7 0.83 10.7 0.86 10.5 0.7 104 0.9 10.2 0.7 0.2 0.7
Michigan.............. 12.2 1.04 14.1 0.94 154 0.97 13.9 0.7 13.2 0.8 14.8 0.8| *1.6 0.7
Minnesota. ............ 9.2 1.44 11.7 1.69 11.6 1.71 10.8 1.2 10.5 1.3 11.7 1.4 -1.2 1.1
Mississippi ............ 23.5 2.11 19.9 1.97 24.7 2.12 22.7 15 21.7 1.7 22.3 1.7 -0.6 15
Missouri. . ............. 9.4 1.54 15.6 1.96 16.1 1.97 13.7 1.3 125 1.5 15.9 1.7| *3.4 1.3
Montana .............. 15.3 1.76 115 1.59 14.9 1.77 13.9 1.2 134 1.4 13.2 1.4 0.2 1.2
Nebraska ............. 9.6 1.52 8.8 1.38 10.3 1.48 9.6 1.1 9.2 1.2 9.6 1.2 -0.4 11
Nevada............... 111 1.70 1.1 1.49 9.8 1.44 10.7 1.1 1.1 1.4 105 1.2 0.6 11
New Hampshire........ 5.3 1.32 7.7 1.57 9.9 1.76 7.6 1.1 6.5 1.2 8.8 14| *23 11
New Jersey ........... 7.8 0.88 9.2 0.78 10.9 0.84 9.3 0.6 8.5 0.7 10.1 0.7 *1.6 0.6
New Mexico........... 25.3 2.08 211 1.96 17.4 1.86 21.3 1.4 23.2 1.7 19.3 1.6 *4.0 14
New York ............. 16.5 0.84 17.0 0.77 16.4 0.76 16.6 0.6 16.8 0.7 16.7 0.7 0.1 0.6
North Carolina......... 12.6 1.25 14.2 0.91 14.4 0.92 13.7 0.7 134 0.9 14.3 0.8 -0.9 0.8
North Dakota .......... 12.0 1.66 10.4 1.50 11.2 1.55 11.2 1.1 11.2 1.3 10.8 1.3 0.4 1.1
Ohio.................. 115 0.98 14.1 0.93 13.0 0.89 12.9 0.7 12.8 0.8 13.6 0.8 -0.8 0.7
Oklahoma............. 171 1.83 16.7 1.90 19.9 2.00 17.9 1.4 16.9 1.6 18.3 1.7 -1.4 1.4
Oregon ............... 11.2 1.66 11.8 1.73 11.8 1.75 11.6 1.3 115 1.4 11.8 15 -0.3 1.2
Pennsylvania .......... 12.2 0.94 125 0.88 13.2 0.90 12.6 0.7 12.4 0.8 12.9 0.8 -0.5 0.7
Rhode Island .......... 10.6 1.75 10.3 1.78 11.2 1.84 10.7 1.3 10.5 15 10.8 15 -0.3 1.3
South Carolina. ........ 19.9 2.11 13.8 1.59 18.7 1.79 175 1.3 16.9 1.6 16.3 1.4 0.6 14
South Dakota.......... 145 1.75 14.5 1.60 14.2 1.61 14.4 1.2 145 1.4 14.4 1.4 0.2 1.2
Tennessee ............ 155 1.83 14.6 1.69 19.6 1.94 16.6 1.3 15.1 15 171 15 2.1 1.3
Texas......oovveeunn.. 17.4 0.98 19.1 0.99 174 0.97 18.0 0.7 18.3 0.8 18.3 0.8 0.0 0.7
Utah.................. 8.4 1.31 8.0 1.29 10.7 1.48 9.0 1.0 8.2 1.1 9.4 1.2 -1.2 1.0
Vermont............... 10.3 1.70 7.6 1.51 10.0 1.70 9.3 1.2 9.0 1.4 8.8 1.4 0.1 1.2
Virginia ............... 10.2 1.48 10.7 1.38 9.7 1.34 10.2 1.0 10.5 1.2 10.2 1.2 0.3 1.0
Washington ........... 125 1.75 11.7 1.60 121 1.63 121 1.2 12.1 1.4 11.9 1.4 0.2 1.2
West Virginia .......... 16.7 1.77 18.6 2.04 22.2 2.17 19.2 15 17.7 1.6 20.4 1.8| *2.8 1.4
Wisconsin............. 8.5 1.37 9.0 1.39 12.6 1.60 10.0 1.1 8.8 1.2 10.8 1.3 *21 1.1
Wyoming.............. 12.2 1.66 9.3 1.73 13.3 2.02 11.6 1.3 10.8 1.4 11.3 1.6 -0.6 1.3
Los Angeles CMSA. . ... 18.6 0.91 19.8 0.91 20.0 0.90 195 0.7 19.2 0.8 19.9 0.8 -0.7 0.6
New York CMSA ....... 15.0 0.74 14.9 0.71 155 0.73 15.1 0.5 15.0 0.6 15.2 0.6 -0.3 0.5

*Statistically significant at the 90-percent confidence level.

Source: U.S. Bureau of the Census, March 1996, 1995, and 1994 Current Population Survey.



percentin Louisiana. Users should be aware that although
the data presented in table B indicate that Louisiana had
the highest poverty rate and New Hampshire the lowest,
the rates were not statistically different from the rates for
certain other states. For example, the Louisiana poverty
rate was not statistically different from that in Mississippi,
New Mexico, or the District of Columbia, though higher
than the rate in the other 47 States.

Based on comparisons of two two-year moving aver-
ages (1993-94 versus 1994-95) as the best statistic to
use to evaluate changes over time, nine States had
statistically significant drops in their poverty rates—Arkansas,
Kentucky, Louisiana, Michigan, Missouri, New Hamp-
shire, New Jersey, West Virginia, and Wisconsin. The
only state showing a statistically significant increase was
New Mexico.

Ratio of Income to Poverty Level

In 1995, nearly two-fifths (38 percent) of all poor
people, or 13.9 million persons, were in families (or were
unrelated individuals) whose total income in 1995 was
less than one-half of their poverty threshold (see table
C). This represents a significant decrease from the 15.4

million persons in this category in 1994. There were 12.3
million people who had “near poor” income in 1995 —
that is, income more than their respective poverty thresh-
old but below 125 percent of their threshold. The number
of near poor did not change significantly from 1994.

Average Income Deficit

The income deficit for families (the difference in
dollars between a family’s income and its poverty thresh-
old), averaged $6,038 in 1995, not statistically different
from the 1994 figure of $6,270 (in 1995 dollars). (See
table D.) This amounts to a deficit per family member of
$1,654 in 1995. The average income deficit for poor
families with a female householder, no husband present
($6,407) was higher than that for married-couple fami-
lies ($5,655). This difference is compounded by the fact
that poor families with a female householder were
smaller than poor married-couple families. Thus, the
deficit per family member was $1,830 in 1995 for
families with a female householder, no husband present,
compared with $1,427 for married-couple families.

For unrelated individuals, the average income deficit
was $3,762 in 1995. The average deficit in 1995 for
female unrelated individuals was $3,467, significantly

Table C. Ratio of Family Income to Poverty Level for Persons by Selected Characteristics: 1995

[Numbers in thousands]

Under 0.50 Under 1.00 Under 1.25
Characteristic Percent of Percent of Percent of
Total Number total Number total Number total
PERSONS
Total. ... 263,733 13,892 5.3 36,425 13.8 48,761 18.5
Age
Under 18 years ..........o.oouvuunnnnnnnn 70,566 5,970 8.5 14665 20.8 18,634 26.4
181024 y€arS. ..o 24,843 1,966 7.9 4553 18.3 5,801 23.4
251034 years. ... 40,919 2,171 5.3 5,196 12.7 6,856 16.8
35t0d4years.........oiiiiii 43,078 1,462 3.4 4064 9.4 5,579 13.0
A51054 YEarS. ..o 31,584 941 3.0 2,470 7.8 3,315 10.5
55to59years.................. 11,300 441 3.9 1,163 10.3 1,565 13.8
60toBAyears. ......oovuiiiii 9,784 329 3.4 996 10.2 1,420 145
65yearsandover...................... 31,658 613 1.9 3,318 10.5 5,591 17.7
Race
White. ... 218,028 8,669 4.0 24,423 11.2 33,663 15.4
Not of Hispanic origin ............... 190,951 5,512 2.9 16,267 8.5 23,257 12.2
Black ....... ... 33,740 4,425 13.1 9,872 29.3 12,385 36.7
Asian and Pacific Islander . ............. 9,644 535 55 1,411 14.6 1,846 19.1
Hispanic origin®........................ 28,344 3,328 11.7 8,574 30.3 10,909 38.5
Family Status
Infamilies............................. 222,792 10,080 4.5 27,501 12.3 36,847 16.5
Householder. ..................oouit. 69,597 2,810 4.0 7,532 10.8 10,223 14.7
Related children under 18............. 69,425 5,517 7.9 13,999 20.2 17,891 25.8
Related children under6............ 23,943 2,502 10.4 5,670 23.7 7,011 29.3
Unrelated individual .................... 39,484 3,416 8.7 8,247 20.9 11,108 28.1
Male.......... i 18,790 1,641 8.7 3,382 18.0 4,354 23.2
Female ............. ..., 20,694 1,774 8.6 4,865 23.5 6,754 32.6

1Persons of Hispanic origin may be of any race.
Source: U.S. Bureau of the Census, March 1996 Current Population Survey.
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Table D. Income Deficit or Surplus of Families and Unrelated Individuals by Poverty Status: 1995

[Numbers in thousands]

Size of deficit
Deficit
Characteristic $500 | $1,000 | $2,000 | $3,000 | $4,000 | $5,000 | $6,000 | $7,000 | $8,000 | Aver- per
Under to to to to to to to to or age | family
Total | $500| $999 | $1,999 | $2,999 | $3,999 | $4,999 | $5,999 | $6,999 | $7,999 | more| deficit |member
Deficit for Those Below
Poverty Level
All families. ................ 7,532 462 407 687 655 693 661 541 506 | 2,295| $6,038| $1,654
Married-couple families ... .. 2,982 219 185 285 281 264 276 194 160 799 | 5,655 1,427
Families with female
householder, no husband
present .......... ... ... 4,057 202 179 354 325 379 343 330 313| 1,369| 6,407 1,830
Unrelated individual. . ....... 8,247 667 896 | 1,567 | 1,071 675 552 454 583 | 1,781 -| 3,762 3,762
Male.................... 3,382 232 295 537 282 254 222 281 865 -| 4,187 4,187
Female.................. 4,865 435 600| 1,030 393 299 232 302 915 -| 3,467 | 3,467
Surplus for Those Above
Poverty Level
All families ................ 62,065 396 441 886 859 | 1,057 971 1,029| 1,020 54,461 | 43,763 | 13,908
Married-couple families ... .. 50,588 216 253 450 520 691 621 735 692 | 45,861 | 48,226 | 15,046
Families with female
householder, no husband
present .................. 8,457 137 168 376 296 280 276 238 256 | 6,124 | 21,866 7,486
Unrelated individual ........ 31,237 838 668| 1,438| 1,612| 1,220| 1,353| 1,201 993 | 1,406 | 20,509 | 20,463 | 20,463
Male ................... 15,408 272 183 531 543 618 486 402 577\ 11,177 | 24,363 | 24,363
Female ................. 15,829 566 485 906 677 734 715 590 829 | 9,331 16,665| 16,665

Source: U.S. Bureau of the Census, March 1996 Current Population Survey.

lower than the $4,187 figure for men. A larger proportion
of female unrelated individuals were aged 65 and ovetr,
a group for whom poverty thresholds are lower than for
younger people.

In 1995, there were 462,000 poor families whose
incomes were less than $500 below their poverty thresh-
olds, and a similar number of families (396,000) had
incomes within $500 above their respective poverty
thresholds.

ALTERNATIVE DEFINITIONS OF POVERTY

The official definition of poverty as presented in this
report is based on research by Mollie Orshansky of the
Social Security Administration in 1963 and 19645 and
revised in 1969 and 1981 by federal interagency com-
mittees. In 1992, a panel of the Committee on National
Statistics of the National Academy of Sciences began
evaluating alternative definitions of poverty. Their report,
containing recommendations for a new measure of
poverty, was released in the spring of 1995.6

Several important issues concerning the adequacy of
the official poverty measure were raised by this panel.
These issues fall into two categories: issues concerning

SFor a detailed discussion of the original SSA poverty thresholds,
see Mollie Orshansky, Counting the Poor: Another Look at the Poverty
Profile, Social Security Bulletin, vol. 28, no. 1, January 1965, pp.3-29
(reprinted in Social Security Bulletin, vol. 51, no. 10, October 1988, pp.
25-51); and Who's Who Among the Poor: A Demographic View of
Poverty, Social Security Bulletin, vol. 28, no. 7, July 1965, pp. 3-32.

8Constance F. Citro and Robert T. Michael. Measuring Poverty: A
New Approach. Washington, DC, National Academy Press, 1995.

the measurement of income or available resources, and
issues regarding the poverty thresholds or measures of
need. The Census Bureau is continuing its research
program on income and poverty measurement and
will be publishing research papers on various aspects of
the panel’s report. The results of ongoing research on
poverty measurement will be posted on the Census
Bureau’'s poverty measurement Internet site at
http:/www.census.gov/hhes/www/povmeas.html.

This report continues the series of experimental mea-
sures we have published since 1979. The tax data in this
report are based on a tax model that simulates taxes. In
all, four types of taxes were simulated: 1) Federal
individual income taxes, 2) State individual income
taxes, 3) property taxes on owner-occupied housing,
and 4) payroll taxes. In addition, values of employers’
contributions for health insurance, Medicare and Medic-
aid, rent subsidies, free and reduced price school lunches,
food stamps, and return on equity in one’s own home
are imputed.”

Text table E shows how poverty estimates change
cumulatively when specific components are succes-
sively subtracted or added to the definition of income.
The starting point for the table is the official income
measure (money income excluding capital gains and

"More information on the methodology and procedures used to
estimate taxes and to value noncash benefits can be found in
appendix B of this report and in P60-186RD Measuring the Effect of
Benefits and Taxes on Income and Poverty: 1992.
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Table E. The Cumulative Effect of Taxes and Transfers on Poverty Estimates: 1994-1995

[Numbers in thousands]

1995 1994 1994-1995 Difference
Selected income definitions Number Number Number
below Poverty below Poverty below | Poverty
poverty rate poverty rate poverty rate
Definition 1 (current measure) ..................... 36,425 13.8 38,059 14.5 *.1,634 *0.7
Definition 2 (definition 1 less government cash
transfers).......... .. i 57,643 21.9 59,730 22.8 *.2,087 *-0.9
Definition 4  (definition 2 plus capital gains and
employee health benefits) .............. 55,558 211 57,526 22.0 *-1,968 *-0.9
Definition 6  (definition 4 less Social Security payroll
and Federal income taxes)? ............ 58,388 22.1 60,673 23.2 *.2,285 *1.1
Definition 7 (definition 6 plus the Earned Income Tax
Credit (EITC)). . ovvvviiiii e 55,061 20.9 57,624 22.0 *.2,563 *1.1
Definition 8  (definition 7 less State income taxes). ... 55,505 21.0 57,977 22.2 *.2,472 *.1.2
Definition 9  (definition 8 plus honmeans-tested
government cash transfers)............. 37,176 14.1 39,570 15.1 *-2,394 *-1.0
Definition 11 (definition 9 plus the value of Medicare
and regular-price school lunches) ....... 36,177 13.7 38,572 14.7 *.2,395 *.1.0
Definition 14 (definition 12 plus the value of Medicaid
and other means-tested government non-
cash transfers)..............oooiion. 27,190 10.3 29,038 11.1 *-1,848 *-0.8

*Statistically significant at the 90 percent confidence level.
1See appendix B.

2This definition refers to Social Security and Federal Income tax liabilities before taking into account refundable credits i.e. EITC.

Source: U.S. Bureau of the Census, March 1996 Current Population Su

before taxes) that is used to produce the official poverty
estimates, 36.4 million people or 13.8 percent of the
population poor in 1995.

Moving successively down the table, the first step
begins with the removal of all government cash benefits
(such as Social Security, AFDC, and SSI benefits) from
income, resulting in a pretax pretransfer poverty rate of
21.9 percent. Adding capital gains and the value of
employers’ contributions for health insurance resulted in
a poverty rate of 21.1 percent.

The next steps illustrate the effect of subtracting
various taxes from income. Taking out federal income
and social security payroll taxes resulted in a poverty
rate of 22.1 percent. Including the effect of the Earned
Income Tax Credit (EITC) reduced the percent poor to
20.9 percent.

The final steps add government benefits back into
income, bringing the poverty rate back down. Further,
addition of values for noncash benefits (such as Medi-
care and Medicaid coverage and food stamps) resulted
in a poverty rate of 10.3 percent, well below the official
level.

Text table F shows the marginal or individual effect,
rather than the cumulative effect, on poverty estimates
when specific components were subtracted or added to
the current measure of income. Care should be taken
when interpreting these numbers, since the changes to
the income definitions listed here would not occur in
isolation, without causing changes in other related vari-
ables affecting poverty status. Table F does not include
any valuation of medical transfers such as Medicaid,

rvey.

Medicare, or employers’ payments for health benefits. It
shows the combined effect on poverty estimates of
including the value of all other noncash benefits with
disposable income (net of all taxes). The starting point
for the table is again the current official income measure
(money income excluding capital gains and before taxes).

Income definitions that show the effect of the tax
system appear first. The marginal effect of subtracting
payroll taxes from income and including imputed net
capital gains is to increase the poverty rate to 14.6
percent. Subtracting federal and state income taxes did
not increase the poverty rate significantly (13.9 percent).
Including the effect of the EITC reduced the poverty rate
to 12.6 percent. Overall, adjusting the income definition
for all taxes produced a decrease of 0.4 percentage
points in the poverty rate, to 13.4 percent.

Examining the effect of excluding government cash
transfers from the current official measure shows large
increases in the number of people below the poverty
line. Taking nonmeans-tested government cash trans-
fers (primarily Social Security) out of income had a large
effect on poverty estimates. The subtraction of this
income component increased the poverty rate to 21.0
percent.

The effect of removing means-tested cash transfers
(primarily AFDC and SSI) was small compared with that
of removing nonmeans-tested cash transfers (primarily
Social Security). Subtracting means-tested cash trans-
fers increased the estimate of the percent of people in
poverty to 14.9 percent.
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Table F. The Marginal Effect of Taxes and Transfers on Poverty Estimates: 1995

[Numbers in thousands]

1995

Income measures Number Poverty

below poverty Rate

Official definition. . .. ... .. 36,425 13.8
Official less payroll taxes plus net capital gains ............... ... ... ..., 38,488 14.6
Official less federal and state income taxes plus net capitalgain................. 36,754 13.9
Official less federal and state income taxes plus net capital gain and EITC........ 33,171 12.6
Official less taxes plus net capitalgainand EITC............ ... . .coiiiiia... 35,245 13.4
Official less nonmeans-tested cash transfers. ............. ... ..., 55,355 21.0
Official less means-tested cash transfers.......... .. ... .. i i, 39,400 14.9
Official plus means-tested non-medical noncash transfers....................... 31,736 12.0
Official plus foodStampPs . . .. ... o 34,319 13.0
Official plus rent subsidies. . ... 35,180 13.3
Official plus regular-price school lunch ........... ... ... ... i i, 36,400 13.8
Official plus all non-medical noncash transfers............. ... ... it 31,705 12.0
Official less taxes plus EITC and all noncash transfers. ......................... 30,497 11.6

Source: U.S. Bureau of the Census, March 1996 Current Population Survey.

The addition of noncash benefits, which include food
stamps, free and reduced price school lunches, and rent
subsidies lowered the poverty rate from 13.8 percent to
12.0 percent.

Alternative Price Index

Using an alternative approach to adjust the poverty
thresholds over time has a noticeable impact on the
number and percent of people considered to be poor,
but not on the pattern of poverty over time. The official
estimates presented above are based on poverty thresh-
olds updated over time for changes in prices based on
the official Consumer Price Index for Urban Consumers,
the CPI-U. An alternative price index, CPI-U-X1, was
developed in 1983 to improve the treatment of home
ownership costs retrospectively to 1967. The methodol-
ogy was called the rental equivalence approach. The
cumulative effect of using the CPI-U-X1 for years prior to
1983 results in poverty thresholds that are approxi-
mately 8 percent lower than the official thresholds based
on the CPI-U. On average, the 1995 poverty rates based
on the CPI-U-X1 are approximately 1.3 percentage
points and 3.5 million persons lower than estimates
based on the official thresholds.

As shown in figure 2, poverty estimates based on the
CPI-U-X1 and the CPI-U show the same general pat-
terns over time. Using the official definition of income
(definition 1), the 1995 poverty rate based on the
CPI-U-X1 was 12.3 percent compared with 13.8 percent
based on the CPI-U. Using definition 14 (which includes
the effect of taxes, cash and noncash benefits, capital
gains, and employers’ contributions for health insur-
ance), the poverty rate under the CPI-U-X1 was 9.0
percent compared with 10.3 percent based on the
CPI-U.

NOTES AND USERS’ COMMENTS

The data in this report for income year 1995, derived
from the March 1996 Current Population Survey (CPS),
are the first estimates based entirely on households
selected from the 1990 census-based sample design.
The March 1996 sample incorporates the geographic
definitions (officially released in June 1993) of metropoli-
tan and nonmetropolitan residence from the 1990 decen-
nial census.® The March 1995 metropolitan/nonmetropolitan
estimates shown in this report are also based on the
1990 census definitions.

Beginning with the January 1996 survey, the CPS
sample was reduced by about 7,000 housing units for
budgetary reasons. The sample reduction took place in
seven states (lllinois, Massachusetts, Michigan, New
Jersey, North Carolina, Ohio, and Pennsylvania), New
York City, and the Los Angeles-Long Beach metropolitan
area. The sample reduction affected the reliability of
estimates at the national level and at the state and
substate levels for those areas where sample was
reduced. The reduction did not affect the reliability of
those states not involved in the reduction.®

A revised edit and allocation procedure for the race
item was also introduced in January 1996. This new
procedure assigns respondents “Other (unspecified)
race” in the race item to one of the four major race
categories: White, Black, American Indian, Eskimo and
Aleut, and Asian or Pacific Islander. The decision to
introduce this new edit and allocation procedure was

8For detailed information on the 1990 sample redesign, see the
Department of Labor, Bureau of Labor Statistics report, “Employment
and Earnings,” Volume 41 Number 5, May 1994.

9For detailed information on the 1990 sample redesign, see the
Department of Labor, Bureau of Labor Statistics report, “Employment
and Earnings,” Volume 43 Number 2, May 1996.
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Figure 2.
Poverty Rates by Definition of Incom e and Type o f Deflator: 1959 to 1995
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Source: U.S. Bureau of the Census, March 1996 Current Population Survey

based on the rising proportion of the CPS population
reporting their race as “Other.”

All demographic surveys, including the CPS, suffer
from undercoverage of the population. This undercover-
age results from missed housing units and missed
persons within sample households. Compared with the
level of the 1990 decennial census, overall CPS under-
coverage is about 8 percent. Undercoverage varies with
age, and race. For some groups, such as 20 to 24 year
old Black males, the undercoverage is as high as about
29 percent. The weighting procedures used by the
Census Bureau partially correct for the bias due to
undercoverage. However, its final impact on estimates is
unknown. For details see appendix D.

The information shown in this report was collected in
the 50 States and the District of Columbia and does not
include residents of Puerto Rico. The estimates in this
report are controlled to national population estimates by
age,